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INDEPENDENT AUDITORS REPORT

To the Member of

Stonnington Group LLC

Report on the Financial Statements

We have audited the accompanying statement of financial condition of Stonnington Group LLC the Company as of

December 31 2012 that is filed pursuant to Rule 7a-5 under the Securities Exchange Act of 1934 and the related notes

to the financial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of this financial statement in accordance with

accounting principles generally accepted in the United States of America this includes the design implementation and

maintenance of internal control relevant to the preparation and fair presentation of fmancial statements that are free

from material misstatement whether due to fraud or error

AuditorsResponsibiity

Our responsibility is to express an opinion on this financial statement based on our audit We conducted our audit in

accordance with auditing standards generally accepted in the United States of America Those standards require that

we plan and perform the audit to obtain reasonable assurance about whether the financial statement is free of material

misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial

statements The procedures selected depend on the auditors judgment including the assessment of the risks of

material misstatement of the financial statements whether due to fraud or error In making those risk assessments the

auditor considers internal control relevant to the Companys preparation and fair presentation of the financial

statements in order to design audit procedures that are appropriate in the circumstances but not for the purpose of

expressing an opinion on the effectiveness of the Companys internal control Accordingly we express no such

opinion An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of

significant accounting estimates made by management as well as evaluating the overall presentation
of the financial

statement

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for our audit

opinion

Opinion

In our opinion the financial statement referred to above presents fairly in all material respects the financial position of

Stonnington Group LLC as of December 31 2012 in accordance with accounting principles generally accepted in the

United States of America jp
Greenwood Village Colorado

February 14 2011

Ddent Le9I
BCO



STONNINGTON GROUP LLC

STATEMENT OF FINANCIAL CONDITION
DECEMBER 312011

ASSETS

Cash and cash equivalents 187432

Fee receivable 35000

Due from clearing broker 32460

Clearing deposit 100000

Equipment and software at cost net of accumulated depreciation of $133899 28497

Other assets 22458

405847

LIABILITIES AND MEMBERS EOUITY

LIABILITIES

Accounts payable 35278

Accrued expenses 12743

Total liabilities 48021

COMMITMENTS AND CONTINGENCIES Notes and

MEMBERS EQUITY Note 357826

405847

The accompanying notes are an integral part of this statement



STONNINGTON GROUP LLC

NOTES TO FINANCIAL STATEMENTS

continued

NOTE 1- ORGANIZATION AND SUMMARY OFSIGNIFICANTACCOUNTING POLICIES

OrRaniZation and Business

Stonnington Group LLC the Company is California limited liability company organized on

January 2004 The Company is registered as broker-dealer and registered investment advisor with

the Securities and Exchange Commission SEC and is member of the Financial Industry Regulatory

Authority Inc FINRA The Company provides asset management and brokerage services to its

clients

Clearini Agreement

The Company under Rule 15c3-3k2ii is exempt from the reserve and possession or control

requirements of Rule 15c3-3 of the Securities and Exchange Commission The Company does not carry

or clear customer accounts Accordingly all customer transactions are executed and cleared on behalf

of the Company by its clearing broker on fully disclosed basis The Companys agreement with its

clearing broker provides that as clearing broker that firm will make and keep such records of the

transactions effected and cleared in the customer accounts as are customarily made and kept by

clearing broker pursuant to the requirements of Rules 17a-3 and 17a-4 of the Securities and Exchange

Act of 1934 the Act It also performs all services customarily incident thereon including the

preparation and distribution of customers confirmations and statements and maintenance margin

requirements under the Act and the rules of the Self Regulatory Organizations of which the Company is

member

Securities Valuation and Revenue Recognition

The Company records securities transactions and related revenue and expenses on trade date basis

Securities owned or sold but not yet purchased by the Company substantially common stock are

recorded at fair value and related changes in fair value are reflected in income Investment advisory fees

are received quarterly in advance but are earned on pro rata basis over the term of the contract

The Company values its securities in accordance with Accounting Standards Codification 820 Fair

Value Measurements ASC 820 Under ASC 820 fair value is defined as the price that would be

received to sell an asset or paid to transfer liability i.e the exit price in an orderly transaction

between market participants at the measurement date

In determining fair value the Company uses various valuation approaches ASC 820 establishes fair

value hierarchy for inputs used in measuring fair value that maximizes the use of observable inputs and

minimizes the use of unobservable inputs by requiring that the most observable inputs be used when

available Observable inputs are those that market participants would use in pricing the asset or liability

based on market data obtained from sources independent of the Company Unobservable inputs reflect

the Companys assumption about the inputs market participants would use in pricing the asset or

liability developed based on the best information available in the circumstances The fair value hierarchy

is categorized into three levels based on the inputs as follows



STONNINGTON GROUP LLC

NOTES TO FINANCIAL STATEMENTS

continued

NOTE 1- ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

continued

Securities Valuation and Revenue RecoLnition continued

Level Valuations based on unadjusted quoted prices in active markets for identical assets or

liabilities that the Company has the ability to access Valuation adjustments and blockage

discounts are not applied to Level securities Since valuations are based on quoted prices that

are readily and regularly available in an active market valuation of these securities does not

entail significant degree of judgment

Level Valuations based on quoted prices in markets that are not active or for which all

significant inputs are observable either directly or indirectly

Level Valuations based on inputs that are unobservable and significant to the overall fair

value measurement

At December 31 2012 the Company did not have any securities or securities sold not yet purchased

valued under ASC 820

Cash Equivalents

For purposes of cash flows the Company considers money market funds with maturity of three

months or less to be cash equivalents At December 31 2012 the Company maintained $10077 in an

account earmarked as Special Reserve Account for the Exclusive Benefit of Customers in compliance

with SEC Rule 15c3-3 This account was created to accommodate the bill paying service that the

Company offered to limited number of clients in previous years The Company ceased providing this

service in 2008 and has not yet transferred the funds into their own operating accounts

Equipment and Software

Equipment and software are depreciated over their estimated lives of three to five years on the straight

line method

Income Taxes

The financial statements do not include provision for income taxes because the Company is taxed as

partnership and is not taxable entity and its member is taxed on the Companys earnings The state of

California imposes limited liability company fee based upon gross receipts

The Company is required to determine whether tax position is more likely than not to be sustained

upon examination by the applicable taxing authority including resolution of any tax related appeals or

litigation processes based on the technical merits of the position The Company files an income tax

return in the U.S federal jurisdiction and may file income tax returns in various U.S states



STONNINGTON GROUP LLC

NOTES TO FINANCIAL STATEMENTS

continued

NOTE 1- ORGANIZATIONAND SUMMARY OF SIGNIFICANTACCOUNTING POLICIES

continued

Income Taxes continued

The Company is not subject to income tax return examinations by major taxing authorities for years

before 2009 The tax benefit recognized is measured as the largest amount of benefit that has greater

than fifty percent likelihood of being realized upon ultimate settlement De-recognition of tax benefit

previously recognized results in the Company recording tax liability that reduces net assets However

the Companys conclusions regarding this policy may be subject to review and adjustment at later date

based on factors including but not limited to on-going analyses of and changes to tax laws regulations

and interpretations thereof The Company recognizes interest accrued related to unrecognized tax

benefits and penalties related to unrecognized tax benefits in income taxes payable if assessed No

interest expense or penalties have been recognized as of and for the year ended December 31 2012

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in

the United States of America requires management to make estimates and assumptions that affect the

reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of

the financial statements and the reported amounts of revenues and expenses during the reporting period

Actual results could differ from those estimates

NOTE 2- NET CAPITAL REQUIREMENTS

Pursuant to the net capital provisions of Rule 15c3-1 of the Securities Exchange Act of 1934 the

Company is required to maintain minimum net capital as defined under such provisions At

December 31 2012 the Company had net capital and net capital requirements of $271785 and

$100000 respectively The Companys net capital ratio aggregate indebtedness to net capital was

0.18 to According to Rule 15c3.-1 the Companys net capital ratio shall not exceed 15 to



STONNINGTON GROUP LLC

NOTES TO FINANCIAL STATEMENTS
continued

NOTE 3- COMMITMENTS AND RELA TED PARTY TRANSACTIONS

The Company leases office space from an unrelated party under non-cancelable operating lease

expiring through 2014 Future minimum rental commitments under this lease are as follows

Year Amount

2013 144669

2014 24570

169239

Total rental expense parking and other allocated charges was approximately $151500 for the year

ended December 31 2012

The Company acts as an investment advisor to several private investment companies the Funds and

earns investment advisory fees from these Funds For the year ended December 31 2012 fees earned

from the Funds were approximately $108400

NOTE 4- FINANCIAL INSTRUMENTS OFF-BALANCE SHEET RISKS AND
CONTINGENCIES

In the normal course of business the Companys client activities clients through its clearing broker

involve the execution settlement and financing of various client securities transactions These activities

may expose the Company to off-balance sheet risk In the event the client fails to satisfy its obligations

the Company may be required to purchase or sell financial instruments at prevailing market prices in

order to fulfill the clients obligations

In addition the Company bears the risk of financial failure by its clearing broker If the clearing broker

should cease doing business the Companys receivable from this clearing broker could be subject to

forfeiture

The Company maintains cash in various financial institutions These balances are insured by the Federal

Deposit Insurance Corporation up to $250000 At December 31 2012 the Company had no accounts

which exceeded the insured amount

The Companys financial instruments including cash receivables deposits other assets accounts

payable and accrued expenses are carried at amounts which approximate fair value



STONNINGTON GROUP LLC

NOTES TO FINANCIAL STATEMENTS
continued

NOTE 5- SUBSEQUENT EVENTS

The Company has performed an evaluation of subsequent events through the date the financial

statements were issued The evaluation did not result in any subsequent events that required disclosures

and/or adjustments


